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Internal Revenue Service Tsrartment or the Trezcur

District Directcr ©.0. Box 2z&k08
Cincinnati, CH 45201

Parson to Centact:

Teleihone Number

Refer Reply to:
EP/EO
Employer Identification Number:

Dear Sir or Madam:

We have considered ycur application for recognition of exemption from
Federal income tax under the provisions of section 501 {c) (3) of che
Internal Revenue Code of 1986 and its applicazble Incoma Tax
Regulations. Based on the available information, we have determined
that you do not gualify for the reasons set forth on Enclosure I.

Consideration was given to whether you qualify for exemption under
other subsections of section 501(c) of the Code and we have concluded
that you do not.
Ag vOuT Aveando- s liwe o colabilsned exempticn Ifrom Federal income
tax, it will be necdssary for you to file in annual income tax return
on Form 1041 if you are a trust or Form 113 if you are a corporation
or an unincorporated association. Contribitions to you are not
deductible under secticn 170 of the Cede.

If you are in agreement with our proposed deunial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action.

VA hawro L;gL; e LYoUest Lhnls proposed determination if you
believe that it is incorrect. To protest, you should submit a written
appeal giving the racts, law and other information to support your
position as explained in the enclosed Publication 892, "Exempt
Organizations Appeal Procedures for Unagreed Issues". The appeal ~ust
be submitted within 30 days from the date of this letter and must be
signed by one of iour principal officers. You may request a hearlnq
with a member of the Office of the Reglonal Director of 3appeals when
you file your appeal. If a hearing is requested, you will be contacted
to arrange a date for it. The hearing may be held at the Regional
Office, or, if you reguest, at any mutually convenient District Office.
If you are to be represented by someone who is not one of your
principal officers, he or she must file a prcper power of attorney and
otherwise qualify under our Conference= and Practice Requirements as set
rortn in Section 601.502 of the Statement of Procedural Rules. See
Treasury Department Circular No. 230.
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1f you do not protest this proposed determination in =z timely mannar,
it will be considered by the Internal Revenus Service as a failure to
CRUA DL G VaLLGULE  GuUiidien e amm = = o e - il e
Inte~nal Revenue code provides in paxrt that:

A declaratory judgement or decree under this section shall

not be issued in any proceeding unless the Tax Couxt, the

Claims Court, or the district court of the United States for

the District of Columbia determines that the orgamization
Znvolved has sxhausted administrative remedies available to

it within the Internal Revenue Service.

If we do not hear from vou within the time sacified, this will become
our final determination. In that event, ar o~priate State officials
will be notified of this action in accordanc with the provisions of
sect ion €104 {(c) of the Cocde.

District Directer

Encl osures: 3



Tne information submitted verwes-" -1 & organization was
s e of I o . Form 1023,
appxication for Reccognition of Exemption under Section 501 {c) {3} was

filed on I -

The Articles of Incorporation provide thaz the purpose of the
organization is to provide Christian radio and other ministries and
support £o believers around the world.

b3 iaotenhaalohalninie —us oLatlt

The «pplication, Form 1023, presilcs Liwt mhe principal activity of the
orgarmizat Ion W 1il be tne broadcasting of Christian programming, such as
music, talk shows, preaching, etc. The purpose of this activity is to
strengthen and suppor' Christian believers, to spread the Gospel of
Jesus Christ, and to ipport Christian works around the world.

Information provided ' 1 response to our regquest for additional

information indicates that all programming services will be provided by
#, 2 for-profit company which ie
partly owned by an officer of wrr Dl uuicanion.  The

organization will lease == <::i(les to

. uetnzx information provided in response to our request reveals that
Il percent of the programmning will be paid commercial programs and
approximnately B percent will b2 commercials.

The organization's income wiil be derived from donations, paid
programming and advertising. The expenses will include fundraising,
wages, interest, utilitiesz, insurance, property taxes, telephcene and
Tegal.

Sactionn 01 <}’°  .: ine internal Revenue Code provides for the
cronption from Federal income tax of corporations, and any comnunitcy
chest, or foundation, organized and operated exclusively for religious,
charitarle, scientific, testing for public safety, literarv or
educational purposes, or to foster national or international amateur
sports competition or for the preventinn sof coucity to children or
animals. mno part ~»f the uet earnings of wh'ch inures to the benefit of
any private shareholder or individual, no substantial part of the
activities of which is carrying on propaganda, or otherwise attempting
to influence legislation, and which does n participate in, or
intexvene in, any political campaign on behalf of any candidate for
public office.
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ENCLOSURE 1 CONT ZINUERL
Seakiee 1 ZATIAY {2Y 21 02) (1) AF ehle Famslztiana atatea +tRat in ArAdar tn
gqualify under section 501 (c) (3} of the Code, an OrganizatlCn MUST be LOLN
organized and cperated exclusively for one or mcre exempt purposes. II

an organization failes to meet either the organizational or cperational
test, it is not exempt.

Saction 1.501(c) (3} -1(a) (2) of the Regulations states that tha term
"exempt purpose Or purposes', means any purpose or purposes specified in
section 501ic) (3 of the Code.

Saction 1.501(c) (3)-1{(c) (1) of the Regulations states that an
organization will pe rega:@=d as "operated exclusively"” for ons or mors
exempt purposes only if it engages primarily in activities which
accomplish one or more of such exempt purposes specified in section

501 (c) {3} of the Code. BAn organization will not be so regarded if mecre
than an insubstantial part of its activities is not in furtherance of an
exempt purpose.

Section 1.501(c) {3)-1(d) {1) (ii) of the Regulations states that an
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In Murray Seasongood v. Commissioner, 227 F.2d 907 (6th Cir. 1i555), the
court held that an activity which constituted 5 percent of tctal
activities was insubstantial.

Revenue Ruling 68-563, 1%68-2 C. B 212, provides exemption undar
section 501 (c) (3) to a nonprofit religious broadcasting station whese
mawna Adevab s ra owarshin gerwvices and other mryoarams having
religious conbent.  Altniougn the station was operated on a commerclal
license, it did not sell commercial or advertising time.

-

In Revenue Ruling 78-385, 1978-2 C.B. 385, an organization was held te
be exempt under section 501 (c) (3) of the Code even though an
insubstantial amount of broadcast time was devoted to commercially
sponsored programs.

In light of the above facts and cited precedents, we have determined
that your organization does not meet the operatiocnal test for exemption
under section 501(c) (3) of the Code. The activity which is conducted
by your organization cof leasing the station to a for-profit company
does not fall within the meaning of section 501 (c)(3) of the Coce.

In addition, you do not gualify because the commercial and advertising
time sold by the organization is more than insubstantial. You differ

from the organization described in Revenue Ruling 68-563 because that

organization sold no commercial or advertising time.
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A "tm= R4 Ffar Ffrom the oriyanization described iIn Revenue Ruling
78-~385 Decause even LAGUYL sale wa cece- . v m=ie~ seme mammercially
sponsorad, it was insubstantial . Murray Seasongood v. Commissiocne:
defines insubstential as 5 percent. The commercial pxrograms and
commercials sold by your organization will ccnstitute [l tc Il percent
of your total programming. This is more than insubstantial.

Therefore, based upon all facts presented, we have determined that your
organization does not gualify £-or axemptieon under section 501{c) (3) of

[ - I





